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Department of the Treasury

Dear Applicant :

Washinyfon, DC 20224

Confact reason :

iephone Number

-"'Tn Reiei9nce"to:

JUN a v 198

We have considered your applicatibtf"for recognition of
exemption from fedezal income tax as an organization described in
section 501(c) (3) of the Internal Reveir5~iie"0ode .

	

We have
concluded that you do not gv.alify for recognition of exemption as
an organization described under that Code section. Our xeasons
for this conclusion and the facts upon'{which it is based are
e~cplained below .

., .
You were incorporated on

~rYdw.r stated purposes are
to be organized and operated exclusively for charitable purposes,
and specifically, to provide comprehensive home health care
services to ~~~patients re ardless of their ability
to pay, with a target population encam~assing the sick, frail,
disabled elderly and homebound residents of the County . Your
Articles of incorporation are silent as to shareholders or
member~a .

You state_ d th~;,~you are controlled by
("Health Corporation"), a section

501(c)(3) organization .

	

You also indicated that although you
have no members, Health Corporation is your shareholder.' Health
Corporation is organized to pcrfosmt c.,p,~!iprehensive homQ health
care sexvieea which include home infus~.on. therapy . You further
reported that, currently, every . member.:of your Board of Directors
serves asp a member of the Health Corpo~at_ion's Board .

Your Bylaws provide that "two direct",ors shall be designated
by Sealth Corporation and one director shall be designated by
each affiliated participating health care agency, at the
discretion of the Board . All other director$ are elected from
the co~nunity at large by a vote of the;hoard at its annual
meeting .

	

The Bylaws further provide a=hat.you shal], have no
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~. ss . T.c . s19, sae-sae tl9s~) , aff~d 397 F .sd am. {9th Cir . 1968) .

	

,~ also Sound Health;,,Asa�~~t{oa v
Commissioner, 71 T :C . 158 (1978), ~, ,1981-~ C.B .a ; S~l~,~Edg,~ .
SI, i~d .

	

. ..__ ..___._ . . .,. . . . .. .. . .

Health care organ~tzations moat meet a camnunity benefit
standard to qualify far exemption : Rev. Rul 69-~a5,

	

;
c~eisinaer L~, ,

	

ore .

	

ATl the facts must bs wxam~i,ded -to determine
whether a naalth care organization primarily benefits the
community . 'i~ihat~distinguishes ch~rritable health care providers
from invemtor-owned counterparts is the willingness o! aharitiss
to subjugate concern for the bbt~bm lf `'trs-concern for mission.
xn the case at hand, the structure of the governing board canxroe
pria~xrily represent the iaterests of the co~urtity . There is an
inherent ooaflict b~rtween the intbreats of your representatives
to further charitable goals and those of A~S~ representatives,
who have a fiduciary duty to serve the pecuniary xntarests of
XI9 . escause you are virtually a shell, with no employees or
activities of your own, you have. limited resources to exsreise
any role in the operation of GP . A7.though the exeaapt partners
partfaipate in the Management Coawni.ttee, its ~aversight
capabilities are limited by the tie-breaker presence of the

~~~ on the Committee . who ~m'3~1~. be under the
n uenos of is employer, AIS : . . .. . . . . ~ :::; ..t=

A i~ . .
The lank d! an exes~t purpose is GP's operation is apparent .

from the facts disclosed in your application:

	

GP is =wt a
qualified home health agency, as~tha~o~rganization was in Asv,
Rul . 7Z-Z09, suAra .

	

it does not have. ~a~ .eharity care policy .

	

hts
activities primarily include,dispansialg; :equi~ent and supplies to
pat3snta .

	

~FSes charged will be, . :.suifioie~nt~to.ensure a profit, as
decided by Azs aw the managing gt~rtne.t~;.~lnd :.day-to-day . manager of
the business .

	

GP is not pravidinq law~~wcost home .health cars as
described in Rev . Rul . 7a-a09 . ~ ..~:~hus ; °pause GP fails to further
an execapt .purpose and youac participatiQtl~;ia~ cap is your only
activity, you are not operated e~XClusi~r:.etly for cha=stable
purposes as required !or exemption under .eection sOltc)(3) of the .
Code .
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In addition . you do not qualify !o; exemptioa as an intag~cal .
part of Health Corporation.

	

Section 1.,~Sf01-i (b) of the
regulations, in discussing the integral :~art test !er exemption,
provides' that an organization n~a.Y. ; . derive e~xeniption from' a
eontroliing e~mpt ox~anization ~~ the �a~u~rdinate organisation
is not engaged in an activity that woul~,,bs an unrelated trade or
business if the activity war® p®rformed by the conts~olling
.organization . .

	

.

Thus, for the integral pa~t~~test,tq.~apply, two requirements
must be satisfied:

	

tl) the exempt orgsnt~sation must exercise








